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Summary 
 
The impact of the Coronavirus pandemic has, and will continue to have a significant 
financial impact on the organisation.  As reported to Executive, the Council is 
currently reporting a budget gap of £105m for 2021/22, rising to nearly £160m in the 
following year.  As a result c£50m of officer budget options have been proposed with 
an associated reduction of c200 fte posts.  These options are currently being 
consulted on alongside a voluntary early retirement (VER)/voluntary severance (VS) 
scheme to enable decisions on the cuts that will be required to be made in time for 
the 2021/22 financial year.  The options and outcomes of the first VER/VS scheme 
will be reported back to Scrutiny and Executive in January. 
 
This report sets out proposals for the application of an Efficiency Early Release 
Scheme (comprising Efficiency Severance and Early Retirement) to achieve the 
reductions in workforce numbers and cost.   
 
Recommendations 
 
Personnel Committee is recommended: 
 
1. To confirm the Council’s policy on Voluntary Early Release, as set out in the 

Severance and Early Retirement (Efficiency) Policy Statement be amended by 
increasing the maximum discretionary lump sum payment from a maximum of 
30 weeks pay to a maximum of 36 weeks pay for individuals leaving the 
organisation in  support of the delivery of the 2021/22 and 2022/23 budgets.  
Applications received under the enhanced scheme will be given consideration 
under these arrangements with the intention of supporting the release of staff 
prior to or early in the 2021/22 financial year. 

 
2. To confirm that such an amendment is workable, affordable and reasonable 

having regard to the foreseeable costs. 
 

3. Subject to the approval of Council to release the reserves required to 
implement this proposal, to confirm that the Deputy Chief Executive and City 
Treasurer, in consultation with the Director of HROD and the Executive 
Member for Human Resources, may release staff who make such applications 
subject to the criteria set out in the report. 
 



4. Recommend that November 2020 Council formally confirm release of funds 
from reserves where appropriate to fund agreed releases. 

 

 
Wards Affected: All 
 

 
Implications for: 
 
Equalities – An Equality Impact Assessment has been undertaken to ensure that the 
operation of the scheme does not discriminate against any groups. 
 
Risk management – The scheme will need to be applied appropriately in order to 
ensure that the important skills necessary for the future needs of the Council’s 
services are not lost, and where people are released promptly, disruption to services 
is managed on a practical level.  The operation of the scheme has been developed to 
mitigate this risk. 
 
Legal considerations – The proposed scheme will comply with the Council’s legal 
obligations as an employer which are set out in more detail in the report. 
 

 
Financial consequences – Revenue and Capital 
 
The detailed financial consequences are set out in this report. The proposals and 
their impact on reducing the costs of the City Council will be a key part of the strategy 
necessary for the Council to set a balanced and lawful budget for 2021/22. 
 
The costs of the scheme have been identified as being approximately £3.3M of which 
it is anticipated the capital costs of £1.1M will be funded through available allowances 
in the Manchester City Council Employer Pension Fund contributions.  Should the 
capital costs exceed the available allowances this will be met from within the 
Council’s reserves. This will be from the Transformation Reserve held to meet the 
costs of change and delivery of savings. The severance costs estimated at £2.2M will 
be met from directorate budgets.   
 

 
Contact Officers 
 
Name:  Deb Clarke 
Position: Director of HROD 
Tel:   07812502614 
Email:  deb.clarke@manchester.gov.uk      
     
Background Documents 
 
Personnel Committee report: October 2014: Severance and Early Retirement 
(Efficiency) Policy Statement 
Executive 14 October - Revenue Budget Monitoring 2020/1 and Budget Position 
2021/22 



 
1. Background 
 
Dealing with the impact of COVID-19 has resulted in major spending pressures, 
particularly in social care, but also across all Directorates. The budget impact of 
COVID-19 up to March 2021 will be spread across the financial years 2020/21 and 
2021/22 due to the way the council budgets for the airport dividend, parking income 
and the operation of the collection fund.  The forecast budget shortfall relating to 
COVID-19 pressures is £55.6m this financial year increasing to £160.1m next year. 
The impact will likely continue to be felt beyond 2021/22.   As set out in the report to 
Budget Executive on the 14th October 2020 the Council is facing a significant funding 
gap estimated at £105m for 2021/22, £159m for 2022/23. 
 
Due to the scale of the budget gap consultation on some budget options will need to 
start in advance of the Spending Review and the Local Government Finance 
Settlement.  A programme of c£50m cuts are therefore being put forward by officers 
for consultation now so they can be delivered in full for 2021/22.   
 
2. Proposed approach 
 
Any financial benefits of a proposed Efficiency Early Release Scheme will need to be 
assessed against the long term priorities of the organisation.  The implementation of 
a scheme would need to be supported by the firm management of vacancies and 
performance, effective management of organisational change, and a focus on 
developing the skills and behaviours of the workforce.  The future workforce will need 
to align to future needs to ensure the appropriate skills, behaviours and flexibility are 
developed to meet the challenges and priorities of the organisation. 
 
In support of the likely level of savings required from the workforce, it is proposed to 
formally use the existing Efficiency Early Release Scheme with a time limited 
amendment to support delivery of the required reductions in workforce size whilst 
maintaining the necessary skill base.  The proposal has been discussed with the 
trade unions and there will be ongoing consultation as set out below.  The content of 
any severance package and the ultimate decision to release individuals will be at the 
discretion of the authority, in line with the terms of the scheme set out in this report. 
 
The scheme will be targeted to focus on the ‘Officer Options’ that will be 
recommended to the Executive in November.  The reduction required is c200 fte 
posts of which at least 70 fte posts are expected to be achieved through vacancies.  
In addition the Council has a number of posts on time limited funding and the scheme 
should also be made available to those individuals where it is known, or there is a 
real risk that the funding will end.  It is therefore proposed that the scheme is targeted 
at the areas where the reductions are required. This will ensure that only employees 
who are able to be released are included in the scheme in order to manage 
expectations. 
 
In addition there will be other parts of the Council where changes are being 
considered and it may be appropriate to offer the scheme.  These will be considered 
on a case by case basis and will have the added value of adding some scope for 
redeploying talented people who no longer have a role.   



 
In most areas where the reductions are required some changes to the structure 
and/or operating model are required.  The scheme will therefore be made available to 
those service areas from November and aligned to the consultations and changes 
within the service area.  As outlined above this will also be open to individuals on 
time limited funding where it is known that the funding will end or there is a significant 
risk it will do so and to others on a case by case basis. 
 
Staff briefings for officers in services who are in scope for the scheme commenced in 
October 2020.  Briefings will continue to take place in the lead up to the scheme and 
information will be made available to all employees and managers via a coordinated 
programme of communications.   
 
The proposed reduction in workforce will require the Council to provide advanced 
notification of redundancies to The Insolvency Service in writing (using a HR1 form) 
and consult with the recognised Trade Unions, as appropriate employee 
representatives. This is the case even where the reduction can be achieved through 
voluntary means.  The HR1 form will be submitted at the start of the formal 
consultation period in line with previous schemes, as failure to do so could render the 
Council liable to a fine and to Employment Tribunal claims. 
 
Completion of the HR1 form also triggers Government departments and agencies 
and the ‘Job Centre Plus’ service to be alerted and prepared to take any appropriate 
measures to support the employees in question.  A formal letter of consultation 
setting out the reasons for the scheme, and detail of numbers, selection criteria, 
timeframes, and redundancy pay calculation information, will also be shared with 
Trade Unions at the start of formal consultation (under Section 188 of Trade Unions 
and Labour Relations (Consolidation) Act 1992). 
 
A programme of support coordinated through both the Job Centre Plus and internally 
has been provided throughout all previous time-limited schemes and a similar 
programme of support will be available early 2021 for those leaving the organisation.  
The range of available support and advice will be shared in detail in line with the 
timeline below.   
 
The Council’s non re-engagement policy will continue to apply.  The current policy 
was approved by Personnel Committee on 27 June 2018 (as part of the Recruitment 
and Selection Policy) and states that employees who have previously left the 
employment of the Council through voluntary early retirement or voluntary severance 
cannot be re-engaged until a two year time period has lapsed after the termination of 
their employment.  This includes re-engagement as a consultant or as agency staff.  
The policy update in 2018 includes an exemption for time limited elections roles, 
where work is confined to duties in connection with the election or electoral 
registration.  It is proposed that this amendment will continue to apply to ensure 
sufficient staffing levels for upcoming elections. 
 
3. Overview of the scheme 
 
The scheme offered by Manchester City Council has two elements depending on the 
age of the applicant - for those aged 55 or over it is voluntary efficiency retirement, 



and for those aged under 55 it is voluntary severance.  It is possible for those in the 
early retirement scheme to also receive an element of severance pay depending on 
overall cost and not breaching the affordability criteria as set out in Section 5 below.  
This is subject to changes in the exit pay regulations from 4 November 2020 and the 
pension scheme regulation changes coming onto force at a date yet to be 
determined. 
 
The intention is to make a time limited amendment to the existing policy on Efficiency 
Early Release (Efficiency Severance and Early Retirement) as set out below. This 
remains a generous offer in the context of both comparable schemes and the 
statutory redundancy calculation and is the most attractive offer which is affordable to 
the authority. 
 
Voluntary Efficiency Retirement 
 
Release of early retirement benefits are governed by the Local Government Pension 
Scheme (LGPS) regulations for the majority of staff. In circumstances where the 
Council is looking to reduce the workforce, employees who apply for, and are 
released on, the grounds of efficiency when they reach the age of 55 currently must 
have their accrued pension put into payment and reductions are not applied. 
Individuals must have been members of the LGPS for two years in order to be 
eligible for release of pension benefits on these grounds.  Employees who are aged 
55 and have been members of the LGPS for at least two years will only be released 
for early retirement and will not be eligible to apply for voluntary severance only.  
Legislation relating to a cap on public sector exit payments comes into force on 4 
November 2020.  Further details on this are included in section 4 below. 
 
It should also be noted that the Council has a successful record in keeping the 
employer pension contribution rate down in relation to the Local Government Pension 
Scheme due to very carefully managing pension strain costs (also referred to as 
capital costs). Releases under an Efficiency Early Release Scheme would impact 
Council liabilities. Any associated capital costs over the Council’s allowance for such 
releases would need to be met from the Council’s reserves. The number of releases 
under a scheme may also influence the next actuarial review of the pension fund. 
 
Voluntary Severance 
 
The existing policy on enhanced payments in respect of severance is based on the 
Local Government (Early Termination etc) Regulations 2006, which provide Councils 
with discretionary power to increase statutory redundancy payments and make 
discretionary termination payments. The Council’s current policy is to exercise its 
discretion to base calculations for voluntary severance payments on employees’ 
actual pay at three weeks’ pay per year of service, to a maximum of 30 weeks. 
 
This is significantly higher than the statutory redundancy payment and aims to 
incentivise staff under the age of 55 years to consider the option of severance.  
Uptake of severance would provide an age spread of staff taking up the offer. As 
severance costs are generally less expensive than release of pension with 
associated costs, a higher proportion of severance will reduce the Council’s financial 
liabilities. 



 
Severance payments are tax free up to £30,000.  However, since 2018 legislation 
has dictated that payment in lieu of notice is subject to tax and national insurance 
deduction and therefore if agreement is provided to allow notice to be waived this will 
be less attractive than in previous years.  Consideration also needs to be given to 
skills transfer and providing time for the employee to take annual leave before their 
departure. 
 
4. Exit payments 
 
The government has been consulting for some time on a public sector exit payments 
cap.  They have now rushed this legislation through. 
 
New legislation which will amount to a total cap of £95,000 on exit payments within 
public sector organisations became law on 4 November 2020. Payments included 
are redundancy payments (including statutory redundancy payments), severance 
payments, and pension strain costs (capital costs).  This will have an impact on 
employees who apply for release under the Efficiency Early Release Scheme 
(Efficiency Retirement).  However further regulations introducing additional changes 
to the local authority pension scheme (outlined below) are in draft form but there will 
be a delay in these regulations coming into force as the second stage of consultation 
does not conclude until 9 November 2020 and there may be further changes to the 
regulations as a result of the consultation, 
 
Based on information from previous schemes only a small number of employees are 
likely to be impacted by the cap. Some initial guidance was released by the Ministry 
of Housing, Communities and Local Government (MHCLG) on 28 October 2020 to 
provide direction where an employee who is supported for release has an exit 
package that exceeds the £95,000 cap. Under current pension regulations employers 
are still required to pay an unreduced pension but legally are unable to do so where 
the cap applies. However, further guidance and legal advice is required to enable the 
authority to act in this situation.  Where the cap applies, employee applications will be 
placed on hold until we are clear on this matter.  Employees will be advised of their 
right to withdraw their application in this situation. 
 
The MHCLG consultation which relates specifically to the impact of the changes to 
the local authority pension scheme, is due to conclude on 9 November and it is 
anticipated that the changes required will be made law by the first quarter of next 
year (the actual date is currently unconfirmed). The changes are significant and will 
impact the majority of employees aged at least 55 who leave the organisation via 
Early Retirement.  In most cases employers will not be able to make a discretionary 
severance payment in addition to paying any capital costs associated with pension 
release.  Employees will be given a choice to either accept the discretionary payment 
and receive a reduced pension, to receive an unreduced pension (within the £95,000 
limit) without further payments, or to defer their pension to normal retirement age (or 
earlier with reduction).  Employees who defer their pension would be eligible to 
receive the discretionary severance amount.  A maximum salary cap of £80,000 for 
severance calculations will also apply. 
 
The changes will have an impact on the delivery of the scheme.  In the event that the 



pension regulation changes come into force during the operation of the scheme, all 
pension estimates incurring capital costs will need to be recalculated. The changes 
will be communicated to employees to enable informed decisions and employees will 
be given the right to pause and/or withdraw their application.  However, as the 
changes are new and have a significant impact on the pension regulations it is likely 
that this will cause delays to releases. 
 
5. Operation of the Scheme 
 
If the proposal is accepted all eligible employees will be contacted by letter prior to 
the launch of the scheme to advise of the terms of the scheme and to provide them 
with an indication of their potential leaving benefits.  Applications for release will be 
invited for a time limited period (Monday 23 November 2020 to Friday 11 December 
2020).  Should further budget cuts be required then the scheme will be extended to 
accommodate those reductions, this extension will ensure the required capacity to 
achieve the second round of options for savings without necessitating a further report 
to Personnel Committee as they would be on the same basis as described here.  
Applications will be considered individually in line with service plans. Consideration 
and the content of any severance package will be at the absolute discretion of the 
authority and will take account of two broad decision making criteria: 
 
a. The total cost of the severance package  
 
Release will only be agreed where this would enable the organisation to realise a 
financial saving or avoid costs. In general, this means release will not be agreed 
where the cost to the authority, including any capital costs for the Council associated 
with early pension payment, exceeds the equivalent of 18 months salary or exceeds 
the £95,000 exit payment cap.   
 
b.  Impact on business continuity and delivery 
 
Release will only be agreed where it will not have an adverse impact on delivery of 
the organisation’s priorities and transformation in line with agreed delivery models 
and design principles at service level. 
 
The task of service and directorate management in partnership with HR and OD will 
be to assess how any risks under b. above can be mitigated in order to agree the 
release of the individual in a timely and appropriate way. This will include a time 
bound assessment of how movement though m people can be used to replace skills 
or reorganise functions. 
 
The intention is to support the majority of staff to leave the authority prior to or early 
in April 2021.  This will rely on effective and timely decision making.  The vast 
majority of decisions may not be made until after the scheme closes for applications 
in order to enable informed and coordinated consideration of all applications in the 
round. However, in some cases it may be possible to agree release prior to this 
where the decision making criteria above are satisfied and there will be no impact on 
the proposed outcome associated with future potential applications.  
 



It should be noted that the formal period of consultation relating to the scheme closes 
on 28 December 2020 and therefore it is not anticipated that outcomes will be 
communicated until week commencing 4 January 2021.   
 
6. Financial implications 
 
If the net number of posts released is c110fte based on the current officer options 
and number of vacancies, using an average salary and average mix of VER/VS and 
capital costs the estimated costs are £1.1m for the capital costs and £2.2m for the 
voluntary severance.  Clearly these are just estimates and the actual costs will be 
different. 
 

 The voluntary severance costs, estimated at £2.212m, will not be explicitly 
provided for as they will be met from the Directorate budget held to fund the post. 
This means that a significant proportion of the workforce saving options would 
only achieve a part year saving in 2021/22 with the full year being achieved from 
2022/23.  

 

 It is anticipated that the costs associated with early retirement, estimated at 
£1.048m can be covered through the annual allowance from the LGPS. This is 
established from the councils pension contributions to fund the capital costs of 
early retirement through ill health or other reasons including Efficiency Early 
Release. Should the allowance not be sufficient it is proposed any balance is met 
from the transformation reserve.  

 
It should be noted any use of the transformation reserve reduces the capacity to use 
reserves to smooth the required budget reductions. 
 
7. Amendments to the non re-engagement policy 
 
It is vital to ensure that sufficient experienced employees are either retained or 
otherwise available in order to deliver future elections effectively in May 2021 and 
beyond.  It will not be possible for employees who do not have experience to gain the 
necessary level of experience prior to the upcoming election.  Given the potential 
number of employee reductions it is inevitable that the Council will lose officers with 
practical experience of delivering elections.   
 
The Council’s non re-engagement policy will continue to apply.  The current policy 
was approved by Personnel Committee on 27 June 2018 (as part of the Recruitment 
and Selection Policy) and states that employees who have previously left the 
employment of the Council through voluntary early retirement or voluntary severance 
cannot be re-engaged until a two year time period has lapsed after the termination of 
their employment.  This includes re-engagement as a consultant or as agency staff.  
The policy update in 2018 includes an exemption for time limited elections roles, 
where work is confined to duties in connection with the election or electoral 
registration.  It is proposed that this amendment will continue to apply to ensure 
sufficient staffing levels for upcoming elections. 
 
Personnel Committee is recommended to note the application of this policy.  
Personnel Committee is also recommended to note that that appointment of former 



employees to any role that is appointed directly by the returning officer is not within 
the scope of the non re-engagement policy.   
 
8. Implications for Manchester 
 
Reducing employee numbers in a managed way will support the budget savings 
required.  However, a large proportion of employees are Manchester residents and a 
range of support options will be available to all leavers.   
 
9.  Conclusion  
 
Adoption of the proposed scheme will assist in enabling the necessary reduction in 
staffing numbers to support the delivery of planned changes to the organisation over 
the coming two years and deliver the associated efficiencies.  This approach will 
enable reductions to be managed in a controlled way, which is viable and supports 
ongoing services, projects and priorities.  This approach will be supported by a 
continued focus on workforce skills and behaviours. 
 
If the proposed scheme does not meet the necessary savings target, other options, 
including a compulsory redundancy scheme, would have to be considered.    
 
10.   Comments of the Director of HR / OD 
 
As set out in this report. 
 
11. Comments from Trade Unions  
 
UNISON note the scheme and that the council is choosing to use the enhanced 
scheme of 36 weeks severance pay that it has used over the last 10 years when it 
has had to reduce the workforce due to cuts to its finances instead of the standard 30 
week scheme, we welcome this scheme. 
 


